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Energy Commission staff issued Highgrove Project (HP) Data Requests 1 through 85 to
the applicant on October 5, 2006. Data Responses were received from the applicant on
November 6, 2006. A Data Response and Issues Resolution Workshop took place on
November 16, 2006, in the City of Grand Terrace. A joint public workshop with the
South Coast Air Quality Management District and the Energy Commission was held as
an evening event in conjunction with the Data Response workshop.

FEDERAL, STATE AND LOCAL AGENCY COMMENTS AND CONTACTS

No comments from federal agencies have been received at this time. The U.S.
Environmental Protection Agency (EPA) is expected to make a determination regarding
the South Coast Air Quality Management District's request to find the South Coast air
basin in attainment for carbon monoxide, which will affect this project's need for CO
emission reduction credits (ERCs). The EPA decision could be published as early as
January 2007.

California Department of Toxic Substances Control

The Department of Toxic Substances Control (DTSC) attended the November 16, 2006
workshop to clarify their current and future plans for the required examination and
clean-closure of certain areas of the project site. DTSC, the applicant, and the Energy
Commission staff are working together on the appropriate steps for site characterization
and determination of any required remediation actions and timing of activities that could
affect the proposed HP schedule.

City of Grand Terrace

Staff has been working with City staff to identify areas of concern and the potential
relation of the HP to planned and future City development. The City, through its
Redevelopment Authority (RDA), is negotiating with the applicant to exchange equal-
size parcels that will allow the demolition of the existing Highgrove Generating Station
(owned by the applicant) and construction of the HP on the section of the property
formerly used for above-ground storage tanks (Tank Farm property). The Tank Farm
property, currently owned by the City through the RDA, will allow a greater set-back
from Taylor Road and the proposed new Colton High School. Additionally the exchange
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of Taylor Road frontage property will allow the City to pursue redevelopment of this area
as it deems appropriate.

City of Riverside

Staff has also received information and information requests from the City of Riverside
regarding the routing and tentative schedule of construction of the 7.2-mile gas pipeline
that will traverse City of Riverside streets.

Colton Joint Unified School District

The School District’s current plans for the new high school planned for the area to the
east of Taylor Road involve the beginning of construction in early 2007. Staff is working
to ensure that the analysis effectively examines any potential for impacts upon the
school property, the students and school staff.

South Coast Air Quality Management District

South Coast Air Quality Management District (SCAQMD, District) has requested
additional information from the applicant in a November 1, 2006 letter, and indicated
that receipt of the additional information will affect the completion of their Preliminary
Determination of Compliance (PDOC). The District has held an evening public meeting
in conjunction with staff's data response workshop on November 16, 2006. The District
is holding public meetings in all the communities where there are proposed power plant
projects as part of their process for evaluating requests for use of the adopted Rule
1309.1, Priority Reserve Program.

To qualify for drawing pollutant credits from the Priority Reserve bank, the applicant
must document its “due diligence efforts” to secure available ERCs on the open market.
Staff has received a confidential status report, also supplied to the SCAQMD, which
documents the applicant’s efforts to perform their due-diligence search regarding offsets
for emissions '

Additionally, the SCAQMD is now proposing to amend Rule 1309.1 (PAR 1309.1) and is
holding additional public meetings, one of which is scheduled for Grand Terrace, CA on
January 3, 2007. This is in response to direction from the SCAQMD Governing Board.
Significant changes are proposed that would alter access to and costs of participation in
the Priority Reserve. An initial reading of the PAR 1309.1 indicates that the Highgrove
Project will not be able to rely on the Priority Reserve for any of its emissions reduction
obligations.

SCHEDULE

Data Responses were received on November 6, 2006, and a Data Response and
Issues Resolution Workshop was held on November 16, 2006, in Grand Terrace. The
City of Highgrove, Colton Unified School District, SCAQMD, the Department of Toxic
Substances Control, and two local water agencies participated. Staff does not know the
timeframe for issuance of the Preliminary Determination of Compliance by SCAQMD
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making it difficult to prepare a schedule for the remainder of the project at this time.
Staff will work with the applicant and the SCAQMD in January to determine the issues
related to emission reduction credits and the SCAQMD’s Proposed Amended Rule
1309.1 and their expected impact to the project schedule. We will provide the
Committee with the information we obtain in a subsequent status report that will be filed
in late January or early February of 2007.
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INSTRUCTIONS: All parties shall 1) send an original signed document plus 12
copies OR 2) mail one original signed copy AND e-mail the document to the web
address below, AND 3) all parties shall also send a printed OR electronic copy of
the documents that shall include a proof of service declaration to each of the

individuals on the proof of service:

CALIFORNIA ENERGY COMMISSION

Attn: Docket No. 04-AFC-01
1516 Ninth Street, MS-4

Sacramento, CA 95814-5512
docket@enerqgy.state.ca.us

APPLICANT

Julie Way

Project Director

AES Highgrove

690 N. Studebaker Rd.
Long Beach, CA 90803
Julie. Way@aes.com

APPLICANT'S CONSULTANTS

John Carrier

CH2M HILL Project Manager

2485 Natomas Park Drive, Suite 600
Sacramento, CA 95833
jcarrier@ch2m.com

COUNSEL FOR APPLICANT

Scott Galati, Project Attorney
GALATI & BLEK, LLP

555 Capitol Mall, Suite 600
Sacramento, CA 95814
sgalati@gb-llp.com

INTERESTED AGENCIES

Electricity Oversight Board
770 L Street, Suite 1250
Sacramento, CA 95814
esaltmarsh@eob.ca.gov

INTERVENORS

* CURE

Suma Peesapati

Marc D. Joseph

Adams Broadwell Joseph & Cardozo
601 Gateway Boulevard, Suite 1000
South San Francisco, CA 94080
mdjoseph@adamsbroadwell.com
speesapati@adamsbroadwell.com

ENERGY COMMISSION

JACKALYNE PFANNENSTIEL
Presiding Committee Member
ijpfannen@energy.state.ca.us




JEFFREY D. BYRON
Associate Committee Member

jbyron@energy.state.ca.us Lisa DeCarlo
Staff Counsel
Paul Kramer Idecarlo@energy.state.ca.us
Hearing Officer
pkramer@energy.state.ca.us Margret J. Kim
Public Adviser
Robert Worl pao@energy.state.ca.us

Project Manager
rworl@enerqgy.state.ca.us

DECLARATION OF SERVICE

I, Angela Hockaday, declare that on January 2, 2007, | deposited copies of the attached
Status Report #2 for the Highgrove Project (06-AFC-2), in the United States mail at
Sacramento, CA with first-class postage thereon fully prepaid and addressed to those
identified on the Proof of Service list above.

OR
Transmission via electronic mail was consistent with the requirements of California
Code of Regulations, title 20, sections 1209, 1209.5, and 1210. All electronic copies
were sent to all those identified on the Proof of Service list above.

| declare under penalty of perjury that the foregoing is true and correct.

Original Signed in Dockets
[signature]






